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This chapter presents background of the problem, a statement of the problem, study objectives, research questions and justification of the study regarding the subject. The other areas that are presented in this chapter are the conceptual framework, scope and limitation of the study and definition of key terms. 

1.2	Background to the Study
Performance appraisal (PA) has been described as a “vehicle for creative competitive advantage” for organizations be it public or private sector (Migiro & Taderera, 2011).  It has remained an important topic of investigation among organizational researchers because people have been identified as the source of competitive advantage (Poon, 2004). 

Performance appraisal system (PAS) has been explained as an important Human Resource Development (HRD) mechanism designed and utilized for the development and growth of employees as well as organizations (Shawkat, 2013). In addition, Kateřina, Andrea & Gabriela (2013) indicate that, people, their knowledge and skills are considered to be the most valuable resource a company has, and therefore it is necessary not only to reward and develop them but also to evaluate them, since employee performance appraisal represent an important part of employee performance management (Snell & Bohlander, 2012).
 Furthermore, Migiro & Taderera (2011) stressed that, an effective system of performance appraisal is a major component of an organization that allows every employee to feel that his/her contribution has contributed to the success of the organization. How well these PA tools are useful in improving individual and organizational performance in banking sector in developing countries like Tanzania is not well understood. There is need to undertake studies in this sector.

1.3	Statement of the Problem
Performance is important in both developed and developing countries. However, there have been some concerns about usefulness and effectiveness of performance appraisal in Tanzania since in some organizations it is not viewed as the tool for professional development rather as a basis for administering wages and salaries, giving performance feedback and identifying employee strengths and weaknesses hence mostly aiming at reprimanding employees (Ruddin, 2005).

Effectiveness of performance appraisal in organizations has so far been studied in different contexts and different countries. For example, India, Gangwar (2012), Kenya (Ochoti et al., 2012; Messah &Kamencu 2011), Bulgaria (Devech, 2010) and Pakistan Ishaq, Iqbal & Zaheer (2009). Others are like Kateřina, Andrea & Gabriela (2013) in Czech Republic and in Namibia (Shadufa, 2011). These studies indicate that employees were not totally satisfied with the ways appraisals are communicated to them. Employees have a negative view regarding the performance based appraisal system that they view the appraisal systems to be unfair and not transparent. They also found that performance appraisal had led to poor relationships between appraisees and appraisers and that they found the appraisal threatening and subjective. 

Few studies done in banking sector are in Botswana by Migiro and Taderera (2011) and in India by (Shawkat, 2013). The findings in these studies is that performance appraisal system should be Human Resource Development (HRD) oriented and that the system is used to identity employees for promotion and to decide on salary awards. The system is not consistent.





The general objective of the study is to evaluate the effectiveness of Performance Appraisal tools in Tanzania banking sector in commercial banks in Mwanza City.
1.4.2 	Specific Objectives
This research was guided by the following specific objectives:
(i)	To determine the types of performance appraisal tools used in commercial banks in Mwanza City.
(ii)	To assess the level of employees’ understanding of performance appraisal tools in commercial banks in Mwanza City.
(iii)	To establish the usefulness of performance appraisal tools applied in the commercial banks in Mwanza City.
(iv)	 To determine employees’ perception on the fairness of performance appraisal systems used in the banks in Mwanza City.

1.4.3 	Research Questions
The following questions were answered by this study;
(i)	What types of performance appraisal tools are used in commercial banks in Mwanza City?
(ii)	What is the level of understanding of employees about performance appraisal tools in commercial banks in Mwanza City?
(iii)	How useful are performance appraisal tools used by the commercial banks in Mwanza City?
(iv)	What is the employees’ perception on the fairness of Performance appraisal systems in the banks in Mwanza City?

1.5	Significance and Importance of the Study
This study is significant and important as it is expected to benefit the stakeholders in different ways. Firstly; it is expected help the human resource departments in the banks about the effective tools in performance appraisal process for the best outcomes of the organization. 

Moreover; the study is expected to help other private industries especially banking sector in Tanzania to improve their job performance by replicating factors that have been used in the banking sector in Tanzania. Furthermore; it is expected to boost the production of banking organizations after implementation of the advised factors. Scholarly, the study is expected to provide data hence add value to the existing body of literature, it also expected to make recommendation on the area for further study thus become great interest to the researchers.

1.6	Scope and Limitations of the Study
The study was limited to four commercial banks in Mwanza City and it specifically targeted National Microfinance Bank (NMB), CBA, Exim bank and CRDB bank. The employees who have been working in these banks for at least one year were the respondents in this research.

1.7	Definition of Key Terms
Performance is the record of outcomes on specified job functions during a specific time period Jyothi and Venkatesh (2011 p250)   




2.0  LITERATURE REVIEW

2.1	Introduction




According to Jyothi and Venkatesh (2011) Performance Appraisal is the process of reviewing employee performance, documenting the review, and delivering it to the employee in the form of feedback. Armstrong (2006) has defined performance appraisal as “the formal assessment and rating of individuals by their managers at, usually, an annual review meeting.” According to Shen (2004), performance appraisal is the process of identifying, observing, measuring, and developing human resources in organizations. In order for the appraisal system to be effective, the system needs to be accepted and supported by its employees (Warokka, Gallato and Moorthy, 2012). It is a review and discussion of an employee's performance of assigned duties and responsibilities that is aimed at providing a way to help identify areas for performance enhancement and to help promote professional growth. 

Evaluation concerning the employee’s performance for the purpose of enhancing job performance in the future is conducted at the appropriate time (for example, after six months or a year of work: most formal performance appraisals are conducted annually) and following appropriate preparation (Vance, 2006) this provides management with essential information for making strategic decisions about employee advancement, retention, or separation (Pynes, 2004). It is the process that is usually carried out annually and is used to review an employee’s performance within an organization. Performance Appraisals means the assessment of individual’s performance in a systematic way. It is a developmental tool used for all round development of the employee and the organization. The performance is measured against such factors as job knowledge, quality and quantity of output, initiative, leadership abilities, supervision, dependability, co-operation, judgment, versatility and health. In the performance appraisal, the focus is to identify weaknesses and strengths as well as opportunities for improvement and skills development (Aguinis, 2007).

2.2.2	Methods of Performance Appraisal
Daley in Condrey (2005) indicated that an organization must design its appraisal system around its needs and capabilities. Several methods have been devised to measure the quantity and quality of performance appraisals. Each of the methods is effective for some purposes for some organizations only. None should be dismissed or accepted as appropriate except as they relate to the particular needs of the organization or an employee. Jyothi and Venkatesh (2011) have indicated that performance appraisal have undergone some changes recently something that resulted to different new methods. There are many methods of Performance Appraisal and they are divided into two: Traditional and Modern method.  Jyothi and Venkatesh (2011) have identified the methods as follows:
                                    Methods of performance appraisal

(i)	Traditional methods				(ii)	Modern methods	
1.	Graphic rating scale			1.  Behaviorally anchored rating scale
2.	Ranking Method			2. Assessment centers
3.	Paired comparison method		3. Human asset accounting method
4.	Forced distribution method		4. Management by Objectives
5.	Checklist method			5. 360 degrees performance appraisal
	(a)    Simple checklist
	(b)    Weighted checklist




Figure 2.1: Traditional and Modern Methods of Performance Appraisal
Source: Adopted from Jyothi and Venkatesh (2011)

As shown in Figure 2.1 there are a number of the performance appraisal methods. For the case of this study few methods are described below showing advantages and disadvantages of each method. 

Graphic Rating scale: This is the oldest and most commonly used method (Jyothi and Venkatesh, 2011). It consists of several numerical scales representing job related performance criterions such as dependability, initiative, output, attendance, attitude etc. Each scales ranges from excellent to poor. The total numerical scores are computed and final conclusions are derived. Advantages of this method are adaptability, easy to use, low cost, every type of job can be evaluated, large number of employees covered and no formal training required. Disadvantages of using this method are low reliability, subjectivity and descriptive words used in such scales may have different meaning to different raters.

Ranking Methods: Superior ranks his worker based on performance of employees from best to worst. Each person in group is assigned a rank compared to others in the group. However, how best and why are not elaborated in this method. Advantages of the method is that it is easy to administer and explanation. Disadvantages are: it is difficult to assign and rank average employees, not practicable for large group and only work-related aspects are compared and not aspects related to behavior.

Management by Objectives is a modern method of performance appraisal. According to Jyothi and Venkatesh (2011) this is “a process whereby superior and subordinate managers of an organization jointly identify its common goals, define each individual’s major responsibility in terms of results expected of him and use these measures as guides for operating the unit and assessing the contribution of each of its members”. It has the advantages like being easy to implement and measure, employee motivated as he/she is aware of expected roles and accountability, performance oriented on diagnostic system, it facilitates employee counseling and guidance. However, the disadvantage of this method is that it is difficult for employees to agree on goals, it misses intangibles like honesty, integrity, quality. Likewise interpretation of goals may vary from manager to manager, and employee to employee. It is time consuming, complicated and lengthy (Aggarwal and Thakur, 2013). 

3600 performance appraisal: Jyothi and Venkatesh (2011) explain about the method as the process whereby “the appraiser can be any person who has knowledge about the job done, the content to be appraised, the standard of contents and observes employees while performing the job.” It is the method where by an employee is rated by multiple sources that are anonymous. It relies on the input of an employee’s superior, colleagues, subordinates, sometimes customers and suppliers. The advantages of this method are that it is excellent employee development tool, accurate, reliable and credible system, legally more defensible and more objective being multi-rate system (Aggarwal and Thakur, 2013).

2.2.3	Theories about Performance Appraisal
There are several theories explaining performance appraisal like equity theory that focuses on worker’s perception of fairness of their work output and output, implicit person theory that is about lay belief about flexibility of personal attributes that affect behavior and expectancy theory formulated by Vroom (1964) states that motivation is determined by the outcome people expect as a result of their actions on the job. In this study justice theory was used as the guiding principle the employee’s perception of fairness of performance appraisal as in objective four.

2.2.3.1	Justice Theory
Messah and Kamencu (2011) has indicated much of understanding in this theory, they discussed the study by Roch and Shanock (2006) that, they used exchange theory to incorporate all four justice dimensions into one theoretical framework. Their findings indicate that procedural, interactional, interpersonal and informational justice were related to social relationships, either with the organization (i.e. procedural justice) or with the supervisor (i.e. interactional, interpersonal and informational justice), whereas distributive justice is related more to an economic exchange relationship. This study used the above integrative framework and apply it specifically to a performance appraisal context something that is conceptualized as holding the key to explaining employees' perceptions of fairness concerning their performance appraisals and appraisal systems as follows:

Procedural justice perceptions; According to Rosenzweig and Nohria (1994) model as quoted by Messah and Kamencu (2011), judgments will depend on the relative weighting of the perceived fairness of the structural components of the performance appraisal procedure. Procedural justice refers to the perceived fairness of the procedures used to make decisions (Heslin and Walle, 2009). According to them one of the defining elements of procedural justice is providing individuals with voice in making decisions that affect them. In the context of performance appraisals, procedural justice pertains to the apparent fairness of the procedures by which an individual’s performance is evaluated. Three specific procedures have shown prominence in the performance appraisal research: assigning raters, setting criteria and seeking appeals (Messah and Kamencu, 2011).

Distributive justice perception; Distributive justice is deeply rooted in the research of the original equity theorists. Raters, however, may also feel driven to develop appraisals that conform to other distribution norms such as equality, need, or social status which may seem unfair to those being rated (Leventhal, 1980 as in Messah and Kamencu, 2011). The second type of structural force relates to the personal goals of the rater. Whether employees consider a particular appraisal as fair or unfair can depend on their perceptions of the rater's goals. Employees may consider an appraisal as fair if they perceive that the evaluator is trying to motivate them, improve their performance or expand their perceptions of their own capabilities. Goals that may not be perceived as fair can include conflict avoidance, favoritism and politics. 

Interpersonal justice perceptions; Interpersonal justice concerns fairness perceptions that relate to the way the rater treats the person being evaluated. Greenberg (1986a) provided evidence that individuals are highly influenced by the sensitivity they are shown by their supervisors and other representatives within the organization. This is especially true when raters show concern for individuals regarding the outcomes they receive. Specifically, Greenberg found that apology and other expressions of remorse by raters have been shown to mitigate ratees' perceptions of unfairness.

Informational justice perceptions; Informational justice concerns fairness perceptions based on the clarification of performance expectations and standards, feedback received, and explanation and justification of decisions. (Messah and Kamencu, 2011). In the context of performance appraisals the most common interactions will involve the setting of performance goals and standards, routine feedback, and explanations during the performance appraisal interview. Information about procedures needs to be done honestly, sincerely with logical explanations and justification of all aspects concerned in appraisal process.
2.2.4	Performance Appraisal in Tanzania
Few studies have been conducted regarding performance appraisal in Tanzania. The areas covered by the studies are the public sector and in Local Non-Government Organizations. In public sector the tool used is the Open Performance Review Appraisal System (OPRAS). OPRAS is an open, formal and systematic procedure designed to assist both employers and employees in planning, managing, evaluating and realizing performance improvement in the organization with the aim of achieving organizational goals (URT, Presidents’ Office, Public service Management, 2013). The open Performance and Review Appraisal system replaced the ‘Closed Annual Confidential Report System (CACRS) which was used before in order to assess the performance of employees in the public service institutions (Bana, 2009). 

The study conducted by Mrema (2007) in Local Non-Government Organizations indicated that they use traditional secretive approach to Performance Appraisal (PA) and that; there is no formal PA program in most of LNGOs. In public sector the adoption and institutionalization of OPRAS in the MDAs has been patchy. The compliance rate is estimated to be about 51 percent for, arguably, a variety of reasons. The objectives of OPRAS are not met as some employees remained skeptical of their intended use especially for promotion purposes (Bana, 2009). 

Other studies like the one conducted in Health sector indicate that employees are appraised using OPRAS and a newly introduced result based payment Pay for Performance (P4P). There is general reluctance towards OPRAS and great expectations are expressed towards P4P due to its prospects of topping up salaries (Songsad et al., 2012). Hezekiah (2011) indicated that there is a lack of commitment from the implementers and insufficient financial resources to facilitate the institutionalization of PAS. Her study also identified power distance and uncertainty avoidance as the major deterrents to institutionalization of PAS in local authorities in Tanzania. Further studies noted that training to the employees at all levels in Tanzania is needed (Massawe, 2009). Also, the organizations lacked an effective mechanism for monitoring implementation of OPRAS. 





Performance is defined as the record of outcomes on specified job functions during a specific time period (Jyothi and Venkatesh, 2011). It is the accomplishment of a given task (​http:​/​​/​www.businessdictionary.com​/​definition​/​task.html​) measured against preset known standards of accuracy (​http:​/​​/​www.businessdictionary.com​/​definition​/​accuracy.html​), completeness, cost (​http:​/​​/​www.businessdictionary.com​/​definition​/​cost.html​), and speed. It is the results (​http:​/​​/​www.investorwords.com​/​7202​/​result.html​) of activities (​http:​/​​/​www.investorwords.com​/​92​/​activity.html​) of an organization (​http:​/​​/​www.investorwords.com​/​3504​/​organization.html​) or investment (​http:​/​​/​www.investorwords.com​/​2599​/​investment.html​) over a given period (​http:​/​​/​www.investorwords.com​/​3669​/​period.html​) of time.
2.3.2	Performance Measures
Moullin (2007) defines Performance Measure as "the process of evaluating how well organizations are managed and the value they deliver for customers and other stakeholders”. It seeks to quantify the effectiveness, quality and efficiency of services in terms of the goals these services aim to fulfill (Jyothi and Venkatesh, 2011). 

They further indicate that in quantification of performance measures that performance measures are usually first quantified then interpreted. Daley in Condrey (2005) argues that in choosing performance measures, care must be taken to ensure that they are reliable, practical, and controllable. To be reliable, a measure must be relatively stable over time; it must produce consistent readings vis-à-vis similar performances. To be practical, a measure must be readily available to the individuals using it. In addition, it must be viewed as an appropriate measure and be accepted as such by the individuals whose performance is being measured. Finally, to be controllable, it should measure performance in behaviors or results over which the individual actually exercises substantial influence.

2.3.3	Effectiveness of Performance Appraisal
Performance appraisal systems need to be effective in improving or sustaining employee performance otherwise they are a tremendous waste of time and money spent on development and implementation (Warokka, Gallato and Moorthy, 2012). In this part the characteristics of effective performance and its outcomes will be highlighted as follows:
2.3.3.1	Characteristics of Effective Performance Appraisal
Effective appraisal is underpinned by a relationship of respect and has outcomes directly linked to improved learning and teaching (Migiro and Taderera, 2011). To them “effectiveness occurs when the appraisal interactions are non-controlling and non-defensive, but are supportive, educative and yet confidential”.

To be effective, the performance appraisal must be relevant (Lukas, 2007) and the measurement standards must be clear (Migiro and Taderera, 2011; Warokka, Gallato and Moorthy, 2012; Caruth and Humphrey, 2008) To be relevant, the appraisal must include all the pertinent criteria for evaluating performance and exclude criteria that are irrelevant to job performance (Warokka, Gallato and Moorthy, 2012).

Study by Caruth and Humphrey (2008) indicate more characteristics such as formalization, job relatedness and not on traits or personality (Migiro and Taderero 2011), validity, reliability, open communication, trained appraisers, ease of use, employee accessibility to results, review procedures, and appeal procedures. These characteristics are supported by others like Lukas (2007).

Another component of performance appraisal is frequency and nature of feedback. A continuous performance based feedback should exist between the supervisor and the subordinate while the employee is given opportunity to show their insights and evaluations concerning their own performance. It should involve, inform and motivate employees and create two way communications (Migiro and Taderero, 2011).
Effective performance appraisal should base on written policies and procedures and instruction for its use (Lochar and Teel, 1988 as quoted by Migiro and Taderero 2011). Training should be provided to all involved in the process. Validity, practicability and mutual trust are also important characteristics of effective performance appraisal (Migiro and Taderero 2011; Lukas, 2007). URT (2013) in guidelines to OPRAS provide the important characteristic of performance appraisal such as openness, participation, accountability and ownership.

2.3.3.2	Outcomes of Effective Performance Appraisal
Ishaq, Iqbal and Zaheer (2009) cited some findings from other scholars like Beer, (1981) Stephan and Dorfman (1989) and Dobbins, Cardy and Platz-Vieno (1990) indicating that an effective performance appraisal process should result to employees’ learning about themselves, employees’ knowledge about how they are doing, employees’ learning about ‘what management values’. 

On the other hand it should lead to improvement in the accuracy of employee performance and establishing relationship between performance on tasks and a clear potential for reward. Furthermore, feedback should be used to improve performance, reduced employee turnover, increased motivation, existence of feelings of equity among employees, linkage between performance and rewards.

Other studies indicate that effective performance appraisal should provide information for development of managerial strategies for training (Nurse, 2005) reduced employee stress, linkage between current and development of specific action plans for future (Teratanavat, Raitano and Kleiner 2006). Other outcomes are as indicated Warokka, Gallato and Moorthy (2012) that are higher job satisfaction, reduced employee turnover and absenteeism rate and increased motivation to perform their duties effectively.

2.4	Empirical Literature Review
Many studies have been conducted on PA tools. Below is the discussion of few recent studies. Ishaq et al., (2009) conducted a research with the objective of studying outcomes of performance appraisal and exploring factors that can make harm to the PA effectiveness in the perspective of Pakistani public and private sector organizations. They collected data through survey of 127 managers and employees. The key finding of this study was that awareness level about outcomes of effective performance appraisal was more than factors that can make harm to the effectiveness of performance appraisal. 

Messah and Kamencu (2011) carried a study with the purpose of investigating the effectiveness of performance appraisal systems in Kenya Tea Development Agency in selected Tea factories in Meru County-Kenya. A descriptive research design was applied with the sample size of 70 respondents. The questionnaire was administered through drop and pick method to the officers of the selected departments. This study found that the factors such as employee training, Performance based pay, and management by objectives was the main factors that had an impact on employee performance in KTDA.

In Botswana, Migiro and Taderera (2011) studied the appraisal system in banking sector. The study appraised the performance appraisal system in the bank of Botswana. They used a qualitative research design and proportionate stratified sampling to select representative units of measurement. A questionnaire was then distributed to the random sample of 79 respondents. The results indicated that the system was used to identity employees for promotion and to decide on salary awards. However, it was also found out that the reward outcomes did not always show a positive reflection of the performance appraisal outcomes, and that the system was not consistent. 

Gangwar (2012) in India studied the effectiveness of performance appraisal in industrial sector. The study used questionnaires and interviews to 50 employees of PARAG. A random sampling procedure was followed. The data was collected from survey findings. The questions were close-ended and the respondents have to choose one of the options given to them. The finding of this study is that employees were not totally satisfied with the ways the appraisals were communicated to them and a great number of employees were not satisfied with the current appraisal system.

Recently, Shawkat (2013) conducted a study in Indian banking sector. The aim was doing empirical evaluation of performance appraisal. The study involved questionnaire survey of managers at appraiser and appraise level and of clerical staff with total sample of 200 respondents. The finding is that performance appraisal should be Human resource development oriented that besides being a base for making administrative and developmental decisions, performance appraisal can be useful instrument for building a good relationship with employees, planning employee performance, discovering employee potential and improving organizational effectiveness.
In Tanzania few studies have been conducted on performance appraisal. Mrema (2007) studied the performance appraisal practice in Local Non-Governmental Organizations (LNGOs). Descriptive design was employed. The study found that LNGOs use traditional secretive approach to Performance Appraisal (PA) and that; there is no formal PA program in most of LNGOs.

The study by Massawe (2009) looked at the effectiveness of OPRAS in the executive agencies. Data collection was done through administering of questionnaires to 50 employees from the National Bureau of Statistics (NBS). Purposive sampling was used for key employees such as Directors, Heads of Departments and Heads of sections within the NBS. The study revealed that the organization did not put in place an action plan for training its staff at all levels on the importance and how to fill in the OPRAS forms and the organization lacked an effective mechanism for monitoring implementation of OPRAS.

Finally, Songstad et al. (2012) conducted the study with the aim of addressing health workers' experiences with OPRAS, expectations towards P4P and how lessons learned from OPRAS can assist in the implementation of P4P. A qualitative study design was employed to elicit data on health worker motivation at a general level and in relation to OPRAS and P4P in particular. Focus group discussions (FGDs) and in-depth interviews have been conducted with nursing staff, clinicians and administrators in the public health sector in a rural district in Tanzania. The study had an ethnographic backdrop based on earlier long-term fieldwork. The key findings of the study is that there is a  general reluctance towards OPRAS as health workers did not see OPRAS as leading to financial gains nor did it provide feedback on performance. Great expectations were expressed towards P4P due to its prospects of topping up salaries, but the links between the two performance enhancing tools were unclear.

2.5	 Research Gap
As noted in above discussion, most studies on PA tools were done in other industries and there are few studies from banking sector but also were from outside Tanzania. Furthermore, studies done in Tanzania did not evaluate the effectiveness of PA tools in banking sector. Thus, there is a knowledge gap on this subject and this research will evaluate the effectiveness of performance appraisal tools in Tanzanian commercial banks in Mwanza City-Tanzania.

2.6	Conceptual Framework






                                       	                         
Intervening Variables




Figure 2.2: Conceptual Framework
Source: Developed for this study (2014)
According to Swai in Mbogo et al. (2012), conceptual framework is a basic structure of a research consisting of certain abstract ideas and concepts that a researcher wants to observe, experiment and analyze. The variables under study have been represented diagrammatically in Figure 2.2 to show the relationship between them by illustrating the influence of the independent variables on the dependent variable in order to give rationality to this study. 

Independent variables are conceptualized as effective PA tools i.e. tools that are formal, job related, trained appraisers, fair, open communication, valid, reliable, practical, mutual trust feedback and participation (Lukas, 2006; Caruth and Humpreys, 2008) while dependent variables are conceptualized as attitude of employees that is motivation, satisfaction and reduced stress will be improved. Again this will be the source of Performance management and compensation, Employee development, identification of training needs, feedback and personal development of employee. (Jyothi and Venkatesh, 2011).






3.0  RESEARCH METHODOLOGY

3.1	 Introduction
This chapter deals with the description of methods applied in carrying out this research. According to Kothari, (2004) research methodology is a way to a systematically solve the research problem. The areas covered are research design, research area, target population, data collection instruments, data analysis, validity and reliability. Ethical issues to be considered are also covered in this chapter.

3.2 	Description of the Study Area
Geographically Mwanza City is located on the shores of lake Victoria between the latitude 2°15´ South to 2°45´ South of the equator and between the longitudes 32°45´ to 33°00´ east of the Greenwich Meridian.  It shares border with Ukerewe District to the North-East. Magu District to the South-East while on the South-West is Misungwi District and to the North-West is Lake Victoria. It covers an area of 1,325 square kilometers of which 425 is dry land and the remaining 900 square kilometers is covered by water. Through the year, lake shore communities living here engage in agriculture (crop farming and animal keeping), industrial as fishing activities as their mainstay in the area. (URT, 2005).

Mwanza is one of crucial economic region, economic activities being Agriculture; it produces a good amount of Cotton that is exported and some used by local textile industries. It also has a huge deposit of Gold. Lake Victoria, Rubondo Island National Park, and Lake Victoria are tourist destinations that one can explore. The general development trend in the region is positive. One of the reasons is the coming in of foreign and domestic investments in fisheries and mining sectors. The prospecting for gold and fisheries is that a number of related services will establish themselves in the region including new banks and other services. There are about 22 commercial banks and two financial institutions: Postal bank and Twiga Bancorp. The commercial banks are as shown in Table below:

3.3	Research Design
Kombo and Tromp (2006 p.70) define research design as an arrangement of conditions for collection and analysis of data in a manner that aims to combine relevance with the research purpose. It can be regarded as a chosen plan for achieving a particular study or research and it gives details on the type of data to be collected and the techniques that will be used in data collection. This study adopted a descriptive research design incorporating quantitative and qualitative approach this is because this research is about describing phenomenon and its characteristics (Saunders et al., 2009). 

3.4	Target Population of the Study
This study was conducted with employees in the four commercial banks (NMB, CRDB, Exim bank and CBA) in Mwanza city who have worked with the banks for more than one year and have been appraised at least once. All employees were involved in this research basing on recommendations by Yount (2006) and Israel (2013) of using the entire population (if the population is less than a hundred) as sample in order to achieve a desirable level of precision. 
3.5	Data Collection Techniques
There are two methods which were used to collect primary data namely questionnaire and in-depth interview.
  
3.5.1 	Questionnaire
In this study the first instrument used to collect primary data was questionnaire. It consisted of number of questions printed in definitive order on a form or set of forms Kothari (2004 p.100). The questionnaire which is composed mostly multi choice closed questions were used and were distributed to targeted population by the researcher. The format of questionnaire consisted of lirkert scale and multiple choice the questionnaire distributed by the researcher not emailed or posted that were possible because the researchers’ residence is near by the area of the study. The sample of questionnaire is in appendix II.	

3.5.2 	In-depth Interview
In depth interview was the second method that was used to collect primary data. It was designed and administered to selected few respondents to capture qualitative information. Appendix III is sample of interview protocol.

3.5.3	Secondary Data 
Secondary data was used to supplement the primary data. It was obtained from various publications such as journals, official documents, books and review of unpublished materials related to the subject of study.

3.6	Data Analysis
The data collected was analyzed using qualitative and quantitative methods. Data is presented in descriptive and table forms. The analysis of quantitative data obtained from questionnaires is done through the use of Statistical Package of Social Science (SPSS) applying descriptive statistics and frequencies. The responses from interview and observation are analyzed qualitatively. Thematic analysis was used in analyzing the patterns across data sets that are important to the description of a phenomenon and are associated to a specific research question (Daly, Kellehear, & Gliksman, 1997). Direct quotations of respondents’ views and opinion were cited to support key point.

3.7 	Validity and Reliability
3.7.1 	Validity
Validity is the extent to which the instruments used during the study measure the issue they are intended to measure (Amin, 2005). This study was be concerned with both external and internal validity.

External validity is the degree to which the study findings can be generalized to the entire population (Thomas & Nelson 2001). Every effort will be made to ensure that the collected data is valid and accurate while adhering to all ethical considerations. Furthermore, since this research is not a statistical study and the aim is to sample widely, external validity will be achieved by analytical generalization of comparing research evidence with the existing literature.
 
Internal validity refers to the consistency of the measurement of some phenomenon over relatively short period of time (Mackey and Gass 2005). In this study, internal validity was be achieved by specifying the units of analysis and developing the conceptual framework as shown in Figure 2.2 in chapter two.
3.7.2 	Reliability
Reliability is measure of how consistent the result from a test is (Kombo and Tromp, 2006).  This means the degree of consistency demonstrated in the study. 

3.8   	Ethical Issues














4.0  FINDINGS AND DISCUSSION

4.1	Introduction
This chapter represents research findings and analysis based on information collected from the employees in four banks in Mwanza City: CRDB, NMB, CBA and EXIM bank. Both quantitative and qualitative data is presented and discussion is done in every findings presented.

4.2	Background Information of Respondents
4.2.1	Response Rate









Source Field Survey (2014)
As shown in Table 4.1, 54.9% are male and 45.1% are female. This shows that the sample is fairly representative.








Table 4.2: Respondents’ Age Groups
Source: Field survey (2014)

Table 4.2 shows that most of the employees are young and energetic (70.6%). The employees in this age group in most of the cases are not yet settled and may be looking for favorable working conditions to them compared to those above 36. This means performance appraisal tools should be user friendly to them. It can also be used employees above 56 years, where the result shows it is only 1%.

4.1.2.3	Respondents’ Level of Education 
Findings in Table 4.3 indicate that 68.6% of employees working in banks in Mwanza City are first Degree holders, 23.5% Master’s Degree holders, 4.9% diploma holders while 2.9% are Postgraduate diploma holders. This shows that the employees in the banks in Mwanza City are well educated.

As indicated in Table 4.4 most of the employees (55%) are senior employees, 36.3% are junior employees and 7.8% are top level management employees. The number of senior employees seems to be higher because the junior employees in NMB are not evaluated that is about 57 employees who are supposed to be evaluated are not evaluated due to their policy.

Table 4.3: Respondents’ Level of Education






Source: Field survey (2014) 

4.1.2.4	Respondents’ Designation
Only senior employees and top level managers are evaluated. The employees in NMB who are evaluated commented that all employees should be appraised as this make it difficult to achieve objectives since the ones who are doing most of the job are their subordinates who are not formally appraised hence not affected by performance appraisal. The views of the managers were summarized by one interviewee as follows:
 “Frankly speaking the bank will perform more if all employees are appraised regardless of their positions; I incur a lot of expenses in terms of money and time to make sure that my subordinates help me achieve my objectives. I sometimes use my personal ideas and efforts to motivate them”

The study shows that salary and bonus for junior employees in NMB bank is based on percentage that is equally given to all employees regardless of their performance. This seems to be demotivating the best performers among them.






Source: Field survey (2014)

4.1.2.5	Respondents’ Length of Service
Table 4.5 indicates that 33.3% worked with the banks for the period between 4 and 5 years, 30.4% worked with the banks for the less than 3 years, 22.5% worked between 6 and 10 years and 13.7% worked for over 10 years. These results indicate that few employees have worked with the banks for over ten years than other age groups. This is most employees are relatively new to the organizations and less experienced.

Table 4.5: Respondents’ Length of Service
	Length of Service	Frequency	Percent	Cumulative Percent
	Less than three years	31	30.4	30.4
	Between 4 and 5 years	34	33.3	63.7
	Between 6 and 10 years	23	22.5	86.3
	Above 10 years	14	13.7	100.0
	Total	102	100.0	
Source: Field survey (2014)

4.1.2.6	Name of Bank
As presented in Table 4.6 58.8% of respondents are from CRDB, 17.6% are from Exim bank, 15.7% are from NMB 7.8% are from CBA. Less percentage is observed in NMB. This is due to the fact that only managers are appraised leaving the majority who are junior employees unapprised. In CRDB, CBA and Exim bank all employees who have worked with the bank for a year and above were given questionnaires because they are all appraised regardless of their positions. CRDB has the total number of 93 employees whereby 78 have been appraised at least once and among them 60 returned questionnaires complete and usable while all 8 employees in CBA have been appraised more than once and Exim bank 18 employees completed and returned all the questionnaires.








Source: Field survey (2014)

4.2 	Types of Performance Appraisal Tools are Used in Commercial Banks in Mwanza City
4.2.1	PA Tool Used in the Bank
The performance appraisal tool that is used in all four banks is Management by Objectives (MBO) and this was confirmed from interviews. These findings are in contrast with the study done by Mrema (2007) in LNGOs in which they use traditional secretive approach to Performance Appraisal (PA) and that; there is no formal PA program in most of LNGOs. Most of the employees during the interview were not in favour of MBO as summarized by the following comment: 
“I wish I could be appraised by multiple raters like my subordinates, clients and peers other than only my manager”  

Several reasons were mentioned. Among the reasons are that they could have avoid biasness and they could get wider understanding of how they are performing. They believe that understanding of objectives is different from manager to manager or among employees. This is in line with work of Aggarwal and Thakur (2013). Study done by Shawkat (2013) in Indian banking sector is also in line with this whereby the study suggested that 360 degree appraisal system including multiple appraisal and developmental value based appraisal system can overcome the threat of personal bias. 

4.2.2	The Frequency of Evaluation
Findings in Table 4.7 indicate that 55.9% of respondents are appraised twice, 36.3% are appraised once, while 7.8% are appraised other than once and twice in a year. This is because in Exim bank appraisal is done only once in a year, in CBA it is done four times a year and in CRDB and NMB managers are appraised once while junior employees are appraised twice.

Table 4.7: Frequency of Evaluation





Source: Field survey (2014)
4.3	The Level of Understanding of Employees about Performance Appraisal Tools in Commercial Banks in Mwanza City
4.3.1	Information Before Appraisal

Table 4.8: Information Before Appraisal




Source: Field survey (2014)

The findings in Table 4.8 show that 98% of employees agreed that they are informed before the appraisal process. 2% are not. These findings confirm that employees are informed before they are appraised. This is as indicated by URT (2013) meaning that there is openness and participation.

4.3.2	Guidelines on PA 
Table 4.9 indicates that 99% of respondents agree that they have guidelines in place and 1.0% disagrees. These results suggest that employees are informed of PA. This is supported by Lochar and Teel (1988) as quoted by Migiro and Tederera (2011) that an effective performance appraisal system should be based on definite written policies, procedures, and instructions for its use.

Table 4.9: Presence of Guidelines on PA




Source: Field survey (2014)
4.3.3	PA Tool Used in the Bank Is Clearly Understood
As presented in Table 4.10, 57.8% of respondents strongly agree, 34.3% agree that they clearly understand the PA tool that is used in the bank. 2.0% disagree and 1.0% strongly disagrees on the understanding of PA tool while 4.9% were neutral about the understanding of PA tool used in the banks. 

These results suggest that the majority of respondents (92.2%) understand PA tool used in their respective banks. This is also supported by question one and three of the interview guide. In these questions respondents were asked to tell the story of performance appraisal in their banks bank where by employees clearly explained what it is, how it is done, how objectives are set, how rating is done and what they do in coming to signing of the filled forms.

Table 4.10: Understanding of PA Tool Used in the Banks







Source: Field survey (2014)

The respondents were also asked about what they understand about performance appraisal tool used in their bank whereby all employees interviewed demonstrated that they understand the tool.  The assessment on their understanding of how to fill the forms, the understanding of objectives set, the meaning of points they get for performance and meaning of signing and not signing the complete forms the findings demonstrated that they understand it well and explained clearly the meaning of performance appraisal, its importance and impact to their work performance.

4.3.4	Clarity of Objectives of PA to Employees
Table 4.11 shows that 48.0% strongly agree, 39.2% agree on the issue of clarity of objectives of PA objectives to employees, 2.9 disagree about it and 9.8% are neutral. This is a positive response which indicates that employees clearly understand the objectives of PA. 

Table 4.11: Clarity of PA Objectives to Employees






Source: Field survey (2014)

4.3.5	Objectives of PA are Clear to Supervisors
Table 4.12: Clarity of PA Objectives to Supervisors







Source: Field survey (2014)
As shown in Table 4.12 47.1% strongly agree and 37.4% agree about the issue of clarity of objectives of PA objectives to supervisors, 2.9% disagree and 1.0% strongly disagrees about it and 11.8% are neutral. This indicates that objectives of PA are clear to supervisors. The indication in this statement is that objectives of PA are clear to supervisors. In their study Warokka, Gallato and Moorthy (2012) also commented that the measurement standards must be clear.  

4.3.6     Provision of Adequate Training and Information about PA to Managers
Table 4.13: Provision of Adequate Training about PA to Managers







Source: Field survey (2014)

Table 4.13 shows that 28.4% of respondents strongly agree, 41.2% agree that adequate training and information about PA is provided to subordinates, 10.8% disagree and 1.0% strongly disagrees while 22.5% are neutral that is they are undecided about it.

4.3.7	Provision of Adequate Training about PA to Subordinates
Table 4.14 shows that 21.6% of respondents strongly agree, 40.2% agree that adequate training and information about PA is provided to subordinates, 15.7% disagree about that while 22.5% are neutral that they are undecided about it. This is in line with other researchers who stated that training about using PA tools should be provided to all involved in the process Lochar and Teel, 1988 as quoted by Migiro and Taderera (2011).

Table 4.14: Provision of Adequate Training about PA to Subordinates






Source: Field survey (2014)

The study conducted at NBS by Massawe (2009) indicated that the organization did not put in place an action plan for training its staff at all levels on the importance and how to fill in the OPRAS forms. The situation is different in banking sector in Mwanza City as training regarding PA is provided to all employees.

4.3.8	Supervisors Devote Sufficient Time to Performance Review Discussion
Table 4.15: Supervisors Devote Sufficient Time to Performance Review Discussion







Source: Field survey (2014)
As shown in Table 4.15, 31.3% strongly agree that supervisors devote sufficient time to performance review discussion, 48.0% agree, 2.0% disagree, 1.0% strongly disagree and 17.6% are neutral. This indicates that supervisors devote sufficient time to performance review discussion.

4.3.9	Supervisors Help their Subordinates in Planning their Performance in The Beginning
Table 4.16 shows that 29.4% strongly agree, 48.0% agree, 4.97% disagree, 1.0% strongly disagrees and 16.7% are neutral that supervisors help their subordinates in planning their subordinates’ performance in the beginning. This indicates that subordinates are helped in planning their performance in the beginning something that show that the planning is a participatory process. This is in line with Shawkat (2013) who suggested that besides being a base for making administrative and developmental decisions, performance appraisal can be useful instrument for planning employee performance.

Table 4.16: Supervisors Help their Subordinates in Planning their Performance in the Beginning







Source: Field survey (2014)
4.3.10	Employee’s Participation in Performance Review Discussion
As shown in Table 4.17, 31.4% strongly agree that employees take active part in performance review discussion, 49.0% agree, 7.8% disagree and 11.8% are neutral.

Table 4.17: Employee’s Participation in Performance Review Discussion






Source: Field survey (2014)

4.3.11        PA is Job Related







Source: Field survey (2014)

As presented in Table 4.18, 81.4% strongly agree and agree that PA is job related, 4.9% disagree and 13.7% are neutral. The indication on this statement is that PA in surveyed banks in Mwanza City is job related. In the study conducted by Migiro and Taderera (2011) in Bank of Botswana it was found that appraisal focuses on individual personal traits as opposed to work related results. 

4.3.12	Employees are Allowed to Appeal Against Appraisal Results
Table 4.19, indicates that 33.3% strongly agree, 41.2% agree, 13.7% disagree, 1.0% strongly disagree and 10.8% are neutral that employees are allowed to appeal against appraisal results. This shows that the supervisor is not the final in rating employees’ performance. That is if they disagree on ratings can appeal for further concern.

Table 4.19: Employees are allowed to Appeal Against Appraisal Results







Source: Field survey (2014) 

In summary, this research found that employees have higher level of understanding of PA tool used in their respective banks. It has indicated that employees are informed before appraisal and there are guidelines that are used in doing the process. The objectives of PA are clear to both employees and supervisors and adequate training about PA is provided to both managers and subordinates. 

The study has further indicated that supervisors devote enough time to performance review discussion, supervisors help their subordinates in planning their performance in the beginning, employees take active part in performance review discussion, performance appraisal is job related and employees are allowed against appeal procedures.

4.4	Usefulness of Performance Appraisal Tools Used by the Commercial Banks in Mwanza City
4.4.1	PA Aims at Strengthening Mutual Understanding and Relationship Between Supervisors and Subordinates 
As shown in Table 4.20, the response was 42.2 % strongly agree and 45.1% agree that PA aims at strengthening mutual understanding and relationship between supervisors and subordinates. 2.0% disagree and 10.8% were neutral. This indicates that in commercial banks in Mwanza City PA were aimed at strengthening mutual understanding and relationship between supervisors and subordinates. The majority of respondents (86.3%) do support this. 

Findings in interview also support this as summarized by interviewees as follows:
“I have a very good relationship with my manager because he guides me what I should do and we do it participatory. When there is discrepancy in my performance we discuss it openly and friendly, we do mutually agree on objectives and performance”

The other one said:
“I am in a very good terms with my supervisor and all is because of performance appraisal. He helps me achieve my goals through his guidance and friendly relationship. We have a mutual understanding about work and performance”.

Another supplementary comment is:
“I like PA because it has strengthened the mutual understanding between me and my manager. She helps me have positive attitude towards performance appraisal and work performance” 
This is a positive response and it indicates that PA does strengthen mutual understanding and relationship between supervisors and subordinates. 

Table 4.20: Strengthening Mutual Understanding and Relationship Between Supervisors and Subordinates






Source: Field survey (2014)

4.4.2	PA Helps Employees to Gain Insight into their Strengths and Weaknesses

Table 4. 21: PA Helps Employees to Gain Insight into their Strengths and Weaknesses






Source: Field survey (2014)
As shown in Table 4.21, about 42.2% responded strongly agree and 45.1% agree that PA helps employees to gain insight into their strengths and weaknesses where as 2.0% disagree and 10.8% were neutral.. During interview sessions employees had comments on this as summarized by one respondent as follows:
“Through PA I understand my strengths and areas that I am supposed to improve. This is because my manager tells me openly what I am doing right and where I should add some effort”

The general indication was that PA helps employees to gain insight into their strengths and weaknesses in the banks in Mwanza City.

4.4.3	PA Helps Employees in Discovering their Potential for Preparing Themselves to Take up Future Likely Roles of Higher Level
As presented in Table 4.22, 41.2% of reported strongly agree and 42.2% agree that PA helps employees in discovering their potential for preparing themselves to take up future likely roles of higher level, 2.0% disagree and 14.7% are neutral. This indicates that PA helps employees in discovering their potential for preparing themselves to take up future likely roles of higher level.

Table 4.22: PA Helps Employees in discovering their Potential for Preparing Themselves to Take up Future Likely Roles at Higher Level






Source: Field survey (2014)
4.4.4	PA Provides Scope for Employees’ Expression on their Developmental Needs 
As shown in Table 4.23, about 32.4% reported strongly agree and 50.0% agree that PA provides scope for employees’ expression on their developmental needs whereas 2.9% disagree and 14.7% are neutral. This was an indication that PA provides scope for employees’ expression on their developmental needs in the banks in Mwanza City. This is in line with the work of Kumar (2005) and that of Millmore et al., (2007) who indicated that PA provide a formal, recorded, regular review of an individual's performance, and a plan for future development. 

Table 4.23: PA Provides Scope for Employees’ Expression on their Developmental Needs






Source: Field survey (2014)

4.4.5	PA Makes Employees Better Understand what Should be Done
As indicated in Table 4.24 the response shows that 37.3% strongly agree and 45.1% agree that PA makes employees better understand what should be done while 2.9% disagree and 14.9% were neutral. The positive response is an indication that PA makes employees better understand what should be done. This observation is summarized by comment from an interviewee as follows:
“PA helps me to understand what I am supposed to do”

This is in line with the study conducted by Migiro and Tederaro (2011) in the bank of Botswana whereby they stated that both managers and their subordinates believed that the appraisal process served one or more of the following: allowed employees’ provide input about their jobs; informed employees of where they stand; helped to clarify the employees' performance and objectives; and facilitated the discussion of the employees' development. They found that employees needed to be given feedback, direction, role clarity, job involvement, and development. This data was highly supported by interview as the employees said it makes them understand what they are supposed to be done. 

Table 4.24: PA Makes Employees Better Understand what Should be Done






Source: Field survey (2014)

4.4.6	PA Provides an Opportunity for Supportive Superior-Subordinate Communication to Facilitate the Employee's Job Performance
As presented in Table 4.25, about 33.3% of respondents reported strongly agree and 50.0% agree that PA provides an opportunity for supportive superior-subordinate communication to facilitate the employee’s job performance whereas, 25.9% disagrees and 10.8% are neutral. This indicates that PA provides an opportunity for supportive superior-subordinate communication to facilitate the employee's job performance.

Table 4.25: PA Provides an Opportunity for Supportive Superior-Subordinate   Communication to Facilitate the Employee's Job Performance






Source: Field survey (2014)

4.4.7	PA Reduce Employee Stress at Work
As shown in Table 4.27, it was revealed that 16.7% strongly agree and 38.2% agree that PA reduces employees stress at work place while 20.6 % of respondents disagree, 1.0% strongly disagrees and 23.5% were neutral. These findings are supplemented by the interviews conducted. Many of the employees that were interviewed said that performance is the source of stress to them especially in two banks: NMB in which only managers are evaluated something that makes them use a lot of effort to make sure their subordinates achieve their objectives. In CBA the responses were: 
“The objectives are not realistic for example I am given objectives this year and if they are not achieved they are carried forward. For me my bank is over ambitious and it is the source of stress”
Another comment is as summarized below:
“For me it helps to reduce stress since I understand it well and it helps me to know how far I have gone in achieving my goals”

These findings indicate that PA reduces stress at work place but not to all employees. Some of them see it as a source of stress while to others it helps to reduce stress

Table 4.26: Reduction of Employee Stress at Work







Source: Field survey (2014)

4.4.8	PA Leads to Job Satisfaction








Source: Field survey (2014)
Table 4.27 shows that 26.5% of respondents strongly agree and 37.3% agree that PA leads to job satisfaction whereas, 7.8% disagree and 1.0% strongly disagree while 27.5% are neutral.

4.4.9	The System is Used to Decide on Promotion and Salary Reward
Table 4.28: PA System is Used to Decide on Promotion and Salary Reward







Source: Field survey (2014)

As shown in Table 4.28, about 51.0% of respondents reported strongly agree and 32.4% agree that the PA system is used to decide on promotion and salary reward while 1.0 % disagrees, 1.0% strongly disagrees and 14.7% are neutral. During interviews also this was highly mentioned that PA is used to decide on promotion. 
One of the respondents said:
“I was just promoted and the promotion and salary increase was based on my performance. I have seen this done to every employee in this bank”.

This is an indication that the banks used PA to decide on promotion and salary reward. The study by Migiro and Tederera (2011) done in bank of Botswana also revealed that the system was used to identity employees for promotion and to decide on salary a wards. 
In summary, it is evident that Performance appraisal tool used in the surveyed banks in Mwanza City is useful. It is shown that it helps to strengthen mutual understanding and relationship between supervisors and subordinates, helps employees to gain insight into their strengths and weaknesses, helps employees in discovering their potential for preparing themselves to take up future likely roles of higher level and it provides scope for employees’ expression on their developmental needs. The findings have also evidenced that PA makes employees better understand what should be done, provides an opportunity for supportive superior-subordinate communication to facilitate the employee’s job performance, relatively reduces employees stress at work place, leads to job satisfaction and that the PA is used to decide on promotion and salary reward. 

4.5	Employees’ Perception on the Fairness of Performance Appraisal Systems in the Banks in Mwanza City
4.5.1	The System Used is Fair in Terms of Procedure
Table 4.29 presented that 37.3% of respondent strongly agree and 38.2% agree on fairness of procedure of PA system whereas 1.0% disagree and 1.0% strongly disagree while 22.5% were neutral. All interviewed responded had positive opinions about fairness of procedures that guide PA as summarized by one interviewee: 
“I like the PA procedures they are fair in terms of procedures from the beginning of the process to the end of it”

 Messah and Kamencu (2011) in their study indicated that in the context of performance appraisals, procedural justice pertains to the apparent fairness of the procedure by which an individual’s performance is evaluated. They further stated that three specific procedures have shown prominence in the performance appraisal research: assigning raters, setting criteria and seeking appeals. This shows that PA system in the banks in Mwanza City is fair in terms of procedure. 









Source: Field survey (2014) 

4.5.2	The System Used is Fair in Terms of Relationship Between the Rater and the Rated Person
Table 4.30: Fairness in Terms of Relationship Between the Rater and the Rated Person







Source: Field survey (2014) 
Table 4.30 indicates that about 27.5% of respondents strongly agree and 42.2% agree on the fairness of PA in terms of relationship between the rater and the rated person while 3.9% disagree and 1.0% strongly disagrees and 25.5% are neutral. This shows fairness perception that relate to the way the rater treats the person being evaluated. Greenberg (1986a) provided evidence that individuals are highly influenced by the sensitivity they are shown by their supervisors and other representatives within the organization. These findings confirm that PA is fair in terms of relationship between the rater and the rated person.

4.5.3	The System Used is Fair in Terms of Clarification of Information Regarding Expectations and Standards, Feedback Received and Explanation and Justification of Decision
As presented in Table 4.31 that 25.5% strongly agree while 43.1% agree on the fairness of PA in terms of clarification of information, while 4.9% disagree and 26.5% are neutral. Interviewees supported this and had comments as summarized below:
“I get information I need about PA. My manager discusses every step with me openly and sincerely, whenever we differ in rating he gives logical explanation” 

The work of Messah and Kamencu (2011) shows that informational justice concerns fairness perceptions based on the clarification of performance expectations and standards, feedback received, and explanation and justification of decisions. In the surveyed banks in Mwanza City employees are involved in setting of performance goals and standards, routine feedback, and explanations during the performance appraisal interview. Information about procedures is done honestly, sincerely with logical explanations and justification of all aspects concerned in appraisal process. These results indicate that PA is fair in terms of clarification of information. 

Table 4.31: Fairness in Terms of Clarification of Information






Source: Field survey (2014) 

4.5.4	The System Used is Fair in Terms of Equity 

Table 4.32: Fairness in Terms of Equity






Source: Field survey (2014) 

Table 4.32 shows that 23.5% strongly agree and 47.1% agree that PA system is fair in terms of equity, 5.9% disagree and 23.5% are neutral. This indicates according to equity theory that employees have perceptions of the fairness of their work outcomes and inputs. The theory specifically strives to maintain ratios of their own rewards to contributions which are equal to others' ratios as indicated in the work of Messah and Kamencu (2011). These results also suggest that employees are paid in accordance to individual performance that is why it is likely that employees perceive fairness or justice in the ratio.





5.0  CONCLUSION AND RECOMMENDATIONS

5.1	Introduction
This chapter presents conclusion of the study work done on effectiveness of performance appraisal tools used in banking sector in Mwanza City. The findings about research objective were summarized and recommendations arising from the findings are put down also suggestions for further researches are stated. 

5.2	Conclusion
There are four objectives in this study. Next is the conclusion by objective:

5.2.1	Research Objective One:  To Determine the Types of Performance Appraisal Tools Used in Commercial Banks in Mwanza City
The findings in this objective revealed that Management by objectives is the tool that is used in all surveyed banks. This is because the tool is the common way of evaluating employees in the banking industry which is performance drive. It also requires regular evaluation of employees’ performance so that they can keep abreast with competition. 

5.2.2	Research Objective Two: To Assess the Level f Employees’ Understanding of Performance Appraisal Tools in Commercial Banks in Mwanza City
This study has revealed that employees in the surveyed banks have higher level of understanding of performance appraisal tool that is used in their banks (92.2%). The employees are informed before appraisal (98%) and there are guidelines that are used in doing the process (99%). The objectives of PA are clear to both employees (87.3%) and supervisors (84.3%) while adequate training about PA is provided to both managers (69.6%) and subordinates (61.8%). 

The study has further indicated that supervisors devote enough time to performance review discussion (79.4%), supervisors help their subordinates in planning their performance in the beginning (77.5%), employees take active part in performance review discussion (80.4%), performance appraisal is job related (81.4%) and employees are allowed against appeal procedures (74.5%). 

5.2.3	Research Objective Three: To Establish the Usefulness of Performance Appraisal Tools Applied in the Commercial Banks in Mwanza City
As revealed by the findings PA is useful in commercial banks in Mwanza City. There was a high positive response in all the questions set. It is revealed that it helps to Strength mutual understanding and relationship between supervisors and subordinates (86.3%), helps employees to gain insight into their strengths and weaknesses (87.3%), helps employees in discovering their potential for preparing themselves to take up future likely roles of higher level (83.3%) and it provides scope for employees’ expression on their developmental needs (82.4%). 

The findings have also revealed that PA makes employees better understand what should be done (82.4%), provides an opportunity for supportive superior-subordinate communication to facilitate the employee’s job performance (83.3%), relatively reduces employees stress at work place (54.9%) with this employees had some concerns during interviews that PA is the source of stress to them. It was also revealed that PA leads to job satisfaction (63.7%) and that the PA is used to decide on promotion and salary reward (63.7%). 

5.2.4	Research Objective Four: To Determine Employees’ Perception on the Fairness of Performance Appraisal Systems used in the Banks in Mwanza City
This study revealed that PA is fair in terms of procedures, relationship between rater and rated person, clarity of information and in terms of equity in surveyed banks in Mwanza City. It is fair in terms of procedures as majority of respondents (75.5%) support it. It is fair in terms of relationship between the rater and the rated person (69.6%), in terms of clarification of information (68.6%) and in terms of equity (70.6%).

Generally, the study was about an evaluation of the effectiveness of Performance Appraisal tools in Tanzanian banking sector: a case of commercial banks in Mwanza City, Tanzania. The findings of this study revealed that the Performance appraisal tools used in the surveyed banks are effective. The tool used is formal, fair, job related, trained participants, valid and reliable. The tool is also practical, there is mutual trust, feedback and participation. The results of these characteristics have been evidenced since employees have positive attitude towards their work: they are motivated, they feel satisfied with their work and they have reduced work place stress. Performance management is well implemented, compensation is linked to PA, there is employee development and PA is used to identify training needs. This study has added value to the existing body of literature. Its findings are different from previous studies conducted in and outside Tanzania.   
5.3	Recommendations 
The results of this study revealed several areas of concerns. The following are recommendations to address the concerns:
 Firstly, the research findings revealed that in one of the banks some of the employees are not evaluated. Only senior management employees are appraised. This may not reflect overall performance of the bank. The bank management should ensure that all employees should be appraised regardless of their positions. This will ensure that employees are working on common goal. It will also keep everyone focus on performance driven industry. 

The other recommendation is that the commercial banks should consider adoption of a new system of assessing performance using multi-rater feedback or 360 degree feedback, to remove the biasness and subjectivity reported on the part of the supervisors and to provide wider understanding of employee’s performance. 

The study revealed that employees in one of the banks (Exim bank) and few from other banks are appraised once a year. This is not good enough as employees would need regular feedback to know their performance and take corrective measures. The bank management should review performance on quarterly basis rather than annually. This will assist employees being assessed to know they are performing and what actions they can take to correct deficiencies and make appropriate improvement. 

The results also revealed that in some banks employees are appraised by managers from head office who have no knowledge of the local working environment as well as not having observed the employees at work. This has created misgivings about accuracy of appraisal. The bank management should ensure that the employees are appraised by their local immediate supervisors who have good experience with the employees. This would provide a more reliable and accurate assessment of employees. However, caution should be made to minimize biasness and undue favoritism.

5.4	Areas for Further Research
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Appendix  1: Banks in Mwanza City




4.	Bank M	AUGUST  2011





10.	Diamond Trust Bank (DTBT)	2004
11.	Ecobank	May 2013
12.	 Equity Bank	Dec 2012
13.	Exim Bank	DEC  2003
14.	FBME Bank	SEPT 1996
15.	I&M Bank	MARCH   2012
16.	Kenya Commercial Bank (KCB)	2006
17.	Mkombozi Bank	MARCH   2012









Appendix  2: Research Questionnaire

Dear respondent,
My name is Happiness Gefi a student at the Open University of Tanzania doing Master’s Degree in Human Resource Management. I am currently doing my research on “AN EVALUATION OF EFFECTIVENESS OF PERFORMANCE APPRAISAL TOOLS IN TANZANIAN BANKING SECTOR-A CASE OF COMMERCIAL BANKS IN MWANZA CITY” which is for academic purpose only.

Your assistance in providing the required information is kindly requested by completing the questionnaire here under. There is no right or wrong answer. I only need your opinion/views on each question in the questionnaire. Please be assured that the information that you provide will be treated as confidential.

Section one: General Information





2.	Age of the respondent
	⎕ Below 20 years
	⎕ Between 21 – 35 years	
	⎕ Between 36 – 55 years
	⎕ Above 56 years	

3.	Level of education reached				
	⎕ Primary education					⎕ First degree			⎕ Secondary education (O-Level)			⎕Postgraduate Diploma




4.	Respondents designation at work
	⎕ Junior staff	
⎕ Senior staff 		
	⎕ Top Management level

5.	How long have you been working with the bank?
	⎕ Less than 3 years
	⎕ Between 4 and 5 years
	⎕ Between 6 and 10 years		
            ⎕  Above 10 years 







Section Two: This section contains questions for research objectives 1-4

Types of Performance Appraisal tools
 Please tick the appropriate one
 7.	What type of Performance Appraisal tool is used to measure your performance?
	⎕  Management by Objectives
	⎕  360 Degrees			
	⎕  Ranking Method
            ⎕  Other (Please specify)………………………………………...…………….
8.	How often in a year are you evaluated?
	⎕ Once
	⎕ Twice
	⎕ Other (Please specify) …………………………………………………….

The level of understanding of employees about performance appraisal tools used in the respective banks










Please use tick to indicate the extent to which you agree or disagree in the column for each of the following statements using the scale below:

1= Strongly Agree;	2 =Agree;	3= Neutral;	4= Disagree; 5=Strongly disagree
No	Statement	1	2	3	4	5
11	The performance appraisal tool that is used in this bank is clearly understood					
12	The objectives of performance appraisal are clear to employees					
13	The objectives of performance appraisal are clear to supervisors					
14	Adequate training and information about performance appraisal is provided to raters (Managers)					
15	Adequate training and information about performance appraisal is provided to rates (subordinated)					
16	Supervisors devote sufficient time to performance review discussion					
17	Supervisors help their subordinates in planning subordinates performance in the beginning					
18	Employees take active part in performance review discussion					
19	Performance appraisal is job related					
20	Employees are allowed to appeal against appraisal results					
	Usefulness of performance Appraisal					
21	Performance appraisal aims at strengthening mutual understanding and relationship between supervisor and subordinates					
22	Performance appraisal helps employees to gain insight into their strengths and weaknesses					
23	Performance appraisal helps employees in discovering potential for preparing themselves to take up future likely roles of higher level 					
24	Performance appraisal provides scope for employees expression on their developmental needs					
25	Performance appraisal makes employees better understand what should be done					
26	Performance appraisal system provides an opportunity for supportive superior-subordinate communication to facilitate the employee’s job performance.					
27	Performance appraisal reduce employee stress at work					
29	Performance appraisal leads to job satisfaction					
30	The system is used to decide on promotions and salary rewards					
	Employee perception of fairness of PA					
31	The system used is fair in terms of procedure 					
32	The system used is fair in terms of work relationship between the rater and the rated person					
33	The system used is fair in terms of clarification of information regarding expectations and standards, feedback received and explanation and justification of decision.					
34	The system used is fair in terms of equity					

Section Three: General question
Please indicate any other comment you wish to make on performance appraisal in your bank. Write them below:
……………………………………………………………………………………………………………………………………………………………………………………

Thank you for your time and cooperation


Appendix  3: Interview Guide

PART A: General question

1.	Please tell me your story of performance appraisal.
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

PART B: Research objectives

2.	What type of performance appraisal tools is used in your bank?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

3.	What do you understand about performance appraisal tools used in this bank?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

4.	Do you think they are useful? If Yes why? If not why?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

5.	What is you perception on the fairness of performance appraisal system in your bank? 
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
6.	What is your opinion about the performance appraisal tools that are used in this bank?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

























































































































Outcomes of effective performance appraisal system 




	Performance management and compensation
	Employee development
	Identification of training needs







